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Highlights 

1953 
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FINANCIAL 



Sales of Products and Other Revenues 

$1,269,551,000 

$1,142,632,000 

Net Income 

$115,407,000 

$90,873,000 

Net Income per Share* 

$8.40 

$6.61 

Cash Dividends Paid per Share 

$3.00 

$3.00 

Stock Dividend 

2% 

— 

Net Working Capital at End of Year 

$191,695,000 

$205,855,000 

Cash and Government Securities at End of 



Year: 



Available for general purposes 

$88,613,000 

$92,601,000 

For federal income taxes 

$64,000,000 

$53,000,000 

Long Term Debt at End of Year 

$143,205,000 

$149,307,000 

Capital Expenditures 

$237,712,000 

$206,141,000 

OPERATING 



Number of Wells Drilled 

1,002 

846 

Net Crude Oil Produced — Barrels 

104,268,000 

96.099,000 

Crude Oil Intake — Barrels 

150,371,000 

139,632,000 

Refined Products Sold — Barrels 

174,349.000 

169,011.000 

Chemical Products Sold — Short Tons 

688.000 

617,000 

Number of Employees at End of Year 

34,660 

33,583 

Salaries and Wages Paid 

$187,447,000 

$170,141,000 

♦Based on shares outstanding December 31, 1953. 




















SHELL OIL 

50 WEST 50th STREET 


To the Shareholders 

O n behalf of the Board of Directors, we take 
pleasure in presenting this report on the affairs 
of Shell Oil Company and its subsidiaries for the 
year 1953. 

The year under review was marked by new high 
levels of crude oil production, in manufacturing oper¬ 
ations, and of sales volumes. These achievements 
reflect the magnitude and success of the expansion 
program your Company has pursued for the past 
eight years. 

Consolidated net earnings after taxes for the year 
1953 were $115,407,000, the highest in your Com¬ 
pany’s history, exceeding those for the previous rec¬ 
ord year of 1948. The earnings amount to $8.40 
per share on 13,740,038 shares outstanding on De¬ 
cember 31, 1953. In 1952, net earnings were 
$90,873,000, amounting to $6.61 per share on the 
same number of shares. Earnings before taxes in 1953 
were $179,407,000 compared with $143,873,000 
in 1952. 

Revenues from sales of products and services for 
the third consecutive year exceeded the billion dol¬ 
lar mark, reaching a new peak of $1,269,551,000. 


COMPANY 

• NEW YORK 20, N. Y. 


March 17, 1954 


Three factors, in the main, contributed to the record 
revenues: greater sales volume due in large measure 
to the substantial increase in sales of premium grade 
gasoline resulting from the introduction of TCP, to 
which development further reference is made later 
in this report, and significant increases in sales of 
chemical products; to the greater proportion of 
higher value products sold as compared with the 
previous year; and to a stronger market for petro¬ 
leum products throughout most of the year. An 
additional factor contributing to the improvement 
over 1952 is the fact that 1952 earnings were ad¬ 
versely affected by the prolonged strike at the Hous¬ 
ton Refinery and Chemical Plant. 

Dividend payments were maintained at the rate 
of $3.00 per share, the total dividends paid amount¬ 
ing to $40,614,000. In addition to the cash divi¬ 
dends, a 2% stock dividend was distributed in Oc¬ 
tober. This increased the number of shares out¬ 
standing to 13,740,038 shares. 

At December 31, 1953, working capital, repre¬ 
sented by the excess of current assets over current 
liabilities, amounted to $191,695,000, a decrease of 
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$14,160,000 during the year. The holdings of cash 
and Government securities available for general pur¬ 
poses at the year-end amounted to $88,613,000, as 
compared with $92,601,000 at the beginning of the 
year, the decline being due mainly to increased 
capital expenditures. Provisions for depreciation, 
depletion, amortization and other write-offs were 
$153,837,000 in 1953, equivalent to 65 % of the 
capital expenditures totaling $237,712,000. This 
is the largest capital investment your Company has 
made in any single year and it reflects the substan¬ 
tial development program, including physical equip¬ 
ment such as new plants, pipe lines and service 
stations, and the widespread exploration and drilling 
activities directed towards the establishment of in¬ 
creased crude oil reserves. As it looks now, this high 
level of capital expenditure will continue through 
1954 and 1955, with some tapering off expected 
thereafter. 

When considering the foregoing financial picture, 
it should be remembered that the year 1953 was one 
of the most prosperous that industry in the United 
States has ever enjoyed. Industrial production as 

EARNINGS and DIVIDENDS* 

MILLIONS OF DOLLARS 



1944 ’45 *46 ’47 ’48 ’49 *50 *51 '52 1953 

‘Does not include 2% stock 
dividend distributed in 1953 


measured by the Federal Reserve Board Index 
reached an average level of 134 (1947-49=100), or 
8% higher than the 1952 figure. Domestic demand 
for all oils was 5 % higher than in 1952, in spite 
of the fact that the mild winter season resulted in a 
lower consumption of fuel oil than could normally be 
expected. The average domestic demand for all re¬ 
fined products in 1953 was 7,631,000 barrels daily, 
representing a gain of some 2,700,000 barrels daily 
over the first postwar year of 1946. 

In spite of the increase in demand for petroleum 
products, there was a tendency toward over-supply. 
The Oil Industry has in the interest of National 
Defense built up substantial reserve refining capacity. 
However, there would appear to be a lull in further 
refinery expansion, and looking ahead to a continued 
though slower rate of increase in demand, combined 
with the flexibility of operation which the spare re¬ 
fining capacity makes possible, it is anticipated that 
a better degree of balance as between seasonal 
requirements of the major refined products will be 
attained. 

In February 1953, crude oil prices in California 
were increased on the average 30 cents per barrel. 
In June, prices of crude oil in the remainder of the 
country were advanced 25 cents per barrel. Both 
adjustments were motivated by the need to cover 
the greatly increased cost of finding new reserves 
of crude oil and their subsequent development. It 
should be noted that the last general increase in 
crude oil prices occurred as far back as 1947, and 
it is significant to compare this with the more fre¬ 
quent changes and, in total, much greater advances 
in the prices of other commodities during this six- 
year period. Prices of refined products were generally 
adjusted to reflect the increased cost of crude oil. 

There are no important developments to report 
relative to the anti-trust suit brought by the Depart¬ 
ment of Justice against your Company and six other 
oil companies operating in the Pacific Coast area 
which was described in previous annual reports. It 
does not appear that this case will be tried for several 
years. In the meantime, however, burdensome trial 
preparations must be continued. 
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CAPITAL EXPENDITURES 
and WRITE-OFFS* 

MIUIONS OF DOLLARS 



* Write-offs refers to depletion, 
depreciation, amortization, etc. 


Exploration and 

Production 

T he exploration efforts of your Company were 
continued at a high level in 1953. Geophysical 
field investigation and exploratory drilling increased 
over the preceding year, and a substantial invest¬ 
ment was made in acquiring leases on additional 
undeveloped lands. 

During the year, the Federal Government by 
Congressional action quitclaimed to the adjoining 
states the “Tidelands” out to their historical bound¬ 
aries. In addition, the Federal Government by a 
separate Act provided for the development of the 
area beyond the belt quitclaimed to the states. 
There still remain undetermined, however, the final 
boundary lines at which state jurisdiction stops and 
federal jurisdiction begins. Both Acts set forth pro¬ 
cedures for validating leases entered into with the 


States before the United States Supreme Court 
denied the States’ ownership, and your Company 
has taken the necessary action to confirm such of 
its leases of this nature as it deems valuable. Follow¬ 
ing the clarification by Congress of the “Tidelands” 
issue, your Company acquired some 37,700 acres 
of offshore lands at the State of Texas competitive 
sale in December; exploration and drilling of some 
of these properties is planned in 1954. 

A total of 153 exploratory wells was drilled dur¬ 
ing the year, of which 37 resulted in discoveries. 

Exploration was actively continued in the Willis- 
ton Basin, and the discovery of substantial produc¬ 
tion at Cabin Creek on the Baker Glendive anticline, 
Montana, has enhanced the prospects of the region. 
On the basis of present information, other discoveries 
of significance were made at Block One—University 
Lands in West Texas, and at West Lovington in 
New Mexico. Reconnaissance exploration was un¬ 
dertaken in Alaska to investigate whether further 
effort is warranted. 

During the past year, your Company’s production 
and development drilling activities again established 
record levels. The number of development wells 
completed during the past year totaled 849, which 
included 797 oil or gas producing wells, while 52 
development wells were unsuccessful. The average 
net crude oil production during 1953 was 286,000 
barrels daily compared with 263,000 barrels daily 
in 1952. The rate of production during the last 
quarter of the year was considerably curtailed be¬ 
cause of the lower production allowables fixed by 
the State conservation authorities. The highest pro¬ 
duction was attained in August when an average 
figure of 294,000 barrels per day was reached. 

The steady improvement in your Company’s 
crude oil reserve position has been maintained. 
Additions to reserves exceeded the year's record 
production of 104,268,000 barrels; these additions 
resulted from the discoveries mentioned, as well as 
extensions to existing fields and upward revisions in 
the estimate of reserves in previously discovered 
fields made possible by further development drilling. 
The more important additions occurred in the Big 
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Mineral Field in Texas, the Weeks Island and South 
Pass Block 24 fields in Louisiana, the Denton field in 
New Mexico and the Brea Canyon, Mount Poso 
and Ventura fields in California. 

In Canada, an aggressive exploration and develop¬ 
ment program was continued by your Company as a 
joint venture with a subsidiary of Canadian Shell 
Limited. Additional Crown land was purchased in 
the Caprona area on which good production and a 
worthwhile addition to reserves have since been 
established. An oil discovery was made at Midale, 
in the Saskatchewan sector of the Williston Basin, 
but additional development will be needed to de¬ 
termine its value. Exploratory drilling is in progress 
in the Olds area of Alberta to investigate the ex¬ 
tent of a gas-condensate accumulation discovered 
in 1952. 

During the past year, activity and interest in the 
Rocky Mountain region was sufficient to justify the 
establishment of an Exploration and Production 
area office in Denver. The new office has supervi¬ 
sion over exploration and production activities in 
the Dakotas, Montana, the eastern parts of Wyoming 
and Colorado, and northeastern New Mexico. Pre¬ 
viously the supervision of this territory had been 
divided between the Pacific Coast and Tulsa Area 
offices. 

Your Company’s production of natural gas, and 
volatile products extracted from natural gas, con¬ 
tinued to increase. In the unitized Elk City field, 
the natural gas processing and cycling plant’s ca¬ 
pacity is again being enlarged, from 150 million to 
220 million cubic feet per day. This will make 
possible the expansion of the unit area from 8,040 to 
10,720 acres. A small natural gas processing plant 
is being constructed in the Burtville field in Louisi¬ 
ana, and construction plans for a compressor plant 
to take care of production in the Walker and Mt. 
Hope fields in Colorado are under way. Additions 
to the Ventura, Brea, Dillard, and Wasson plants 
were started during the year. 

A satisfactory contract was completed for sale 
of gas from the Keyes Dome field in Oklahoma 
Panhandle (10 miles west of the Hugoton field), 


TAXES 

MILLIONS OP DOLLARS 
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where your Company’s holdings consist of over 
14,000 acres distributed through the field. It is 
expected that gas deliveries will start shortly. 

The Sheridan plant, seriously damaged by a severe 
explosion in January, was put back on partial pro¬ 
duction by the end of February, and resumed full 
production in June. Facilities to enable the sale of 
residue gas from the Sheridan field were also com¬ 
pleted, and delivery of gas started during the latter 
part of the year. 

Manufacturing 

I n 1953 the volume of crude oil processed by your 
Company’s refineries amounted to 150,371,000 
barrels, exceeding 1952 by 10.7 million barrels, or 
7.7 percent. 

The program of major refinery expansion, initiated 
in 1951 to keep pace with the increasing demand for 
refined products, has progressed satisfactorily. 

At the Wood River Refinery, the new catalytic 
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cracking plant gas recovery facilities started opera¬ 
tion at mid-year. Completion of the new crude oil 
distilling unit was delayed until December by a short¬ 
age of construction craftsmen. The balance of the 
program for this refinery, including a catalytic re¬ 
forming unit, feed preparation unit for the catalytic 
cracking plant, alkylation plant, and auxiliaries, is 
expected to be finished by mid-1954. 

Construction of new facilities at the Norco Refin¬ 
ery is well under way. This expansion includes a 
crude distillation unit, a catalytic cracking unit with 
feed preparation and product recovery facilities, al¬ 
kylation and polymerization units, and utilities, tank¬ 
age, treating and shipping facilities. These additions 
will increase the refinery crude oil intake capacity 
to 75,000 barrels per day, and are expected to be 
completed in the third quarter of 1954. 

The new crude oil distilling unit at the Wilming¬ 
ton Refinery was placed in operation in November. 
A further contribution to the supply of high quality 
motor gasoline in California will be made by a new 
catalytic reforming unit now under construction at 
the Martinez Refinery. This plant should be com¬ 
pleted by mid-1954. 

As a result of the rapid industrial and population 
growth in the Pacific Northwest, coupled with the 
long-range outlook that California crude oil supplies 
will be inadequate for the Pacific Coast demand, it 
was decided to build a new refinery in the Puget 
Sound area of the State of Washington, to be oper¬ 
ated on crude oil from Alberta, Canada. An excel¬ 
lent site for the new refinery was acquired at March’s 
Point near the town of Anacortes, Washington. The 
over-all planning of the project has been completed, 
the contract for the construction of the refinery has 
been let, and detailed design of the facilities is pro¬ 
ceeding. The refinery will have a design capacity 
of 50,000 barrels per day of crude oil, which will 
be delivered to the refinery by an extension of the 
Trans Mountain Oil Pipe Line. Processing units 
will include crude oil distillation, catalytic reform¬ 
ing, and catalytic cracking of new design with feed 
preparation, gas recovery and olefin polymerization. 
Actual construction will begin shortly, and comple¬ 
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tion is planned by the end of 1955. 

With the introduction of TCP gasoline additive, 
Shell Premium gasoline set a new quality standard. 
The development of this additive, which increases 
spark plug life and controls preignition, was the 
result of over four years of intensive research and 
testing. 

Notable progress was made in other fields of 
product development. Lubricating greases with im¬ 
proved high temperature performance and corrosion 
protective properties have been developed, and Shell 
X-100 Motor Oil was further improved to maintain 
its superiority. 


Transportation 


D uring the year the two new contracts of af¬ 
freightment for marine transportation, men¬ 
tioned in the 1951 report, became operative when 
the two modern 18,000-ton tankers were completed 
and came into service. Coverage of transportation 
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requirements on the inland waterways was increased 
under affreightment contracts by the allocation of 
two modern towboats and ten barges, totaling 212,- 
000 barrels capacity, for service on the Gulf Coast 
and Mississippi River systems and a 6,500 barrels 
capacity tanker for New York Harbor deliveries. 
Greater efficiency and reduced transportation costs 
are expected from this additional long-term affreight¬ 
ment coverage. 

The expansion of the Wood River-East Chicago 
products pipe line system, involving replacement of 
the 8-inch pipe with 14-inch pipe, was completed, 
raising capacity from 38,500 to 85,000 barrels per 
day. The capacity of the Wilmington-Los Angeles 
products pipe line was increased from 8,000 to 
11,000 barrels per day through changes in pumping 
equipment. 

The Wolverine Pipe Line Company, in which 
your Company owns 40% interest, completed its 
290-mile 16-inch diameter products pipe line from 
East Chicago, Indiana, to Detroit, Michigan, and 
Toledo, Ohio. The new line, with an initial capacity 
of 95,000 barrels per day, will provide year-round 
transportation, whereas in the past bulk movements 
were not possible during the four month period that 
ice prohibited tanker operations on the Great Lakes. 
Your Company designed and constructed the new 
pipe line and now operates it under an agency 
agreement. The first delivery of gasoline reached 
the Company’s Detroit terminal early in December. 

The Plantation Pipe Line Company, in which 
your Company owns approximately 24% interest, 
constructed an 82-mile extension of its 14-inch 
line from Charlotte to Greensboro, North Carolina, 
alongside the existing 10-inch line, and thus com¬ 
pleted the parallel line system from Baton Rouge, 
Louisiana. 

To keep pace with the growth in sales, it was 
again necessary to add tankage at certain distribu¬ 
tion terminals. A total capacity of 800,000 barrels 
was built during the year, including 300,000 barrels 
needed to store summer accumulations of heating 
oils required to meet peak demands during the 
winter season. A new 165,000 barrel marine ter¬ 


minal was leased on a long-term basis at Escanaba, 
Michigan, to serve the upper Michigan peninsula 
and northern Wisconsin. In addition, two under¬ 
ground storage cavities, commonly called “Salt Jugs”, 
of 100,000 and 70,000 barrels capacity, respectively, 
were leached from salt beds in the Wasson field in 
West Texas. These “Salt Jugs” provide seasonal 
storage for propane, permitting the segregation and 
accumulation of this fraction for blending with gaso¬ 
line during the winter months, whereas formerly it 
was consumed as fuel gas. 


Marketing 


W ith refined products in abundant supply, 
market conditions in 1953 continued to re¬ 
flect intense competition. Mixed price trends were 
experienced during the year; firm with increases 
following the advance in crude oil prices during the 
first half, and weaker with reductions in the second 
half in response to the development of excessive 
product inventories by the Oil Industry generally. 

In June 1953, domestic consumption of motor 
gasoline reached an all-time peak of 115 million 
barrels for the month, or 15% above June of 1952. 
For the whole year, domestic motor gasoline demand 
increased 6.6% over 1952. It is gratifying to report 
that your Company has more than maintained its 
position in this important market. 

The highlight of the year was the introduction 
of Shell Premium with TCP. After test marketing 
in selective cities during June, Shell Premium with 
TCP was made available throughout the Company’s 
sales territories on July 1st, supported by a carefully 
planned advertising campaign. The reaction of the 
motoring public was both instantaneous and exceed¬ 
ingly favorable. Sales of Premium gasoline rose 
sharply without decrease in sales of the regular or 
Housebrand grade, indicating that new customers 
were switching to Shell. In subsequent months, 
several competitors embarked on advertising cam¬ 
paigns relating to premium grades, but the high 
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level of sales of Shell gasolines has continued. 

From time to time, mention has been made in 
past annual reports of your Company’s position with 
respect to aviation gasoline. It is noteworthy that 
on the basis of latest figures, your Company is the 
largest supplier of aviation gasoline to commercial 
airlines in the country. 

The domestic consumption of lubricants in 1953 
was approximately 7% greater than in 1952. This 
is a reflection of the largest automobile registration 
in the country’s history and the high level of general 
industrial activity. Your Company participated in 
supplying this over-all increased demand and en¬ 
joyed in addition new sales of motor lubricants to 
the customers attracted by Shell Premium gasoline 
with TCP. Sales of heating oils were adversely af¬ 
fected by the above-normal temperatures prevailing 
during the winter months of 1953. However, be¬ 
cause of the large number of homes built during 
the year, the number of oil burning installations has 
continued to grow and the potential demand for 
heating oils has increased accordingly. 

Although there have been predictions in certain 


quarters of a somewhat lower level of general busi¬ 
ness activity during 1954, the outlook for the mar¬ 
keting of petroleum products generally is good. The 
growth trend for both gasoline and heating oils has 
proved in the past to be not unduly sensitive to 
general business fluctuations, so over-all refined 
product demand in 1954 is expected to show a mod¬ 
erate increase. 


Shell Pipe Line 

Corporation 


T he corporation’s pipe line systems at the begin¬ 
ning of the year were operating at nearly full 
capacity but, following the completion of new large 
diameter pipe lines by other companies competing 
for common carrier business, the total throughput 
had declined somewhat by midyear. This trend 
continued but an improvement was noted toward 
the end of 1953. Notwithstanding reduced opera¬ 
tions for a portion of the year, the aggregate 1953 
throughputs exceeded those of 1952. To this cir¬ 
cumstance the Rancho Pipe Line System largely 
contributed. 

The 24-inch, 455 mile Rancho pipe fine from the 
Permian Basin in West Texas averaged 96,000 bar¬ 
rels throughput per day for March, its first full 
month of operation, and by year-end this had in¬ 
creased to 177,000 barrels per day. This system 
is the largest of the multiple interest projects in which 
Shell Pipe Line Corporation is a participant. 

The Sterling Pipe Line System, a smaller multiple 
ownership project in which the corporation also has 
participation, began the movement of crude oil from 
Logan County, Colorado, to Gurley, Nebraska, early 
in February. 

Expansion of crude oil gathering facilities resulted 
from the purchase of certain gathering lines in seven 
fields in West Texas. The feeder system was also 
extended to the Midland Farms Field in West Texas 
by laying 23 miles of 8-inch pipe. 
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Shell Chemical 

Corporation 


T he volume of sales of chemical products reached 
a new high in 1953, primarily because of record 
sales in the fields of chemical intermediates and fer¬ 
tilizers. 

Toward the end of the year there were indications 
of stiffer competition developing in the solvents 
market. With the completion of additional manu¬ 
facturing facilities by several competitors, solvents 
generally will be more freely available during 1954, 
and, as a consequence, a tendency toward lower 
prices for this group of products seems likely. 

The demand for EPON resins continued unabated 
and the entire plant production was sold. The com¬ 
pletion of a new plant during the year increased by 
200% the capacity for manufacturing EPON resins 
at Houston. The manufacture of Bisphenol-A, an 
EPON component currently purchased, will begin 
shortly. 

The ammonia plant at Ventura, California, was 
completed and placed in operation in December. 
The new plant is operating satisfactorily and is 
providing the additional nitrogen fertilizers needed 
to meet the growing demand. 

During the year it was decided to increase glyc¬ 
erine manufacturing capacity and to provide addi¬ 
tional raw materials for the production of EPON 
resins. These new facilities are being constructed 
at a location adjacent to the Norco Refinery in 
Louisiana. Completion of the new plant is planned 
for 1955. 

A number of changes made in distribution 
methods during the year will result in greater operat¬ 
ing economy and improved service to customers. 
Storage facilities were erected 'in Los Angeles, Cali¬ 
fornia, and Sewaren, New Jersey, to provide for the 
intercoastal tanker movement of the principal sol¬ 
vents. The barge fleet utilized by Shell Chemical 


Corporation on the inland waterways has been 
doubled. An alcohol denaturing plant was built 
and placed in operation in the Chicago area, and the 
denaturing plant and bonded warehouse at Sewaren 
were expanded. 

The corporation continued to operate the Gov¬ 
ernment-owned butadiene plant at Torrance, Cali¬ 
fornia, as contractor. This plant is among the 
facilities recently offered for sale by the Government 
under the Rubber Producing Facilities Disposal Act 
of 1953. 


Shell Development 

Company 


E arly in 1953, steps were taken to consolidate 
all basic research within Shell Development 
Company. The staff and properties of the Houston 
Exploration and Production Research Laboratory 
and the Denver and Modesto Agricultural Labora¬ 
tories were transferred to the Development company, 
and as a result of these and other transactions, your 
Company now owns 65% of Shell Development 
Company. With its head office at New York, the 
Development company now comprises the Oil and 
Chemical Research, Development and Engineering, 
Patent, and Services and Administration Divisions 
at the Emeryville Research Center; the Exploration 
and Production Research Division at Houston, 
Texas; and the Agricultural Research Division at 
Denver, Colorado and Modesto, California. 

The over-all level of research and development 
activities at the various locations was substantially 
the same in 1953 as it had been during 1952, with 
some small increase in exploration and production 
activities and a small decrease in agricultural re¬ 
search. 

At the Emeryville Research Center, work on 
improved industrial greases, gear oils and metal¬ 
working lubricants reached advanced stages of de¬ 
velopment during the year, and fundamental research 









on engine oil brought new concepts to help maintain 
and strengthen your Company’s present lead in this 
highly competitive field. 

Study of methods for removing catalyst poisoning 
contaminants from the feed to catalytic cracking 
units led to improvements in refinery equipment 
design which are expected to result in substantial 
savings. The development of improved catalysts 
and cracking techniques continued with the aid of 
new pilot plant equipment brought into use during 
the year. Equipment was also installed to further 
new developments in catalytic reforming for pro¬ 
ducing high-octane gasoline and to make aromatic 
compounds for the chemical industry. Several al¬ 
ternative routes to certain of the most promising 
aromatics are being explored with good results. 

Applications of the successful EPON resins were 
extended, and improved forms developed. A better 
method was worked out for the manufacture of Bis- 
phenol-A, an intermediate used in many of the 
EPON resins. Marketing of Aldrin and Dieldrin 
insecticides was assisted by research using trace 
analyses and by development of new methods of 
formulation. Intensive research continued on sev¬ 
eral basic chemicals and products derived from them, 
looking to future expansion and process economies. 

Research progress in several fields is being 
speeded by the application of card-programmed elec¬ 
tronic calculating equipment which was brought in¬ 
to use early in the year. Several problems have been 
readily solved that would have been hopelessly time- 
consuming by ordinary methods. 

In the Exploration and Production Research Di¬ 
vision at Houston, further progress was made in re¬ 
search directed toward understanding of the origin 
and migration of petroleum in the earth, the nature 
and distribution of various types of rocks in the 
earth, the movement of petroleum in reservoirs, and 
application of this understanding to improving meth¬ 
ods of locating oil and producing it. A new method 
of acoustic logging and a high pressure wellhead 
lubricator and injecting system, which permits meas¬ 
urements to be made in high pressure wells, reached 
the stage of commercial application. Improved geo¬ 


logical and geophysical techniques were placed in 
routine operation. Theoretical studies of the behavior 
of reservoirs yielded results which will contribute 
to the more efficient production of oil. 

The work of the Agricultural Research Division, 
with headquarters at Denver and laboratories at 
Denver and at Modesto, included the synthesis of 
new chemicals for agricultural application and tests 
to establish their usefulness and potential commercial 
value. Work continued during 1953 on insecticides, 
fungicides, soil fumigants, herbicides and defoliants, 
and several promising leads were developed. 

Shell Oil Company 
oj Canada , Limited 

I ndustrial expansion in Canada continued at a 
rapid rate throughout 1953. The oil industry 
benefited from this continuing growth, and produc¬ 
tion of crude oil, refinery throughputs, and consump¬ 
tion of petroleum products exceeded those of any 
previous year. Shell of Canada was successful in 
increasing its share of this growing market, with 
sales of refined products reaching the highest level 
in the company’s history. 

In order to meet this record demand, Montreal 
Refinery was operated at full capacity throughout 
the year and, through relatively inexpensive altera¬ 
tions, rated capacity has been increased by almost 
one-third. Due to a strike, the Vancouver Refinery 
was shut down for a two-week period, but in spite 
of this the annual throughput exceeded that of any 
previous year. Construction of the extensions to 
the Vancouver Refinery is progressing satisfactorily. 
The expansion of the crude oil distilling unit was 
completed during the fall and the other elements 
of the project will shortly be finished. With these 
additions, Shell of Canada’s total crude oil refining 
capacity will be raised to approximately 60,000 bar¬ 
rels per day. 

The new chemical plant was brought on stream 
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early in the year. Situated adjacent to the Montreal 
Refinery, this plant utilizes propylene gas from 
the refinery to manufacture isopropyl alcohol and 
acetone. 

The Trans-Northern Pipe Line, in which Shell of 
Canada owns a one-third interest, operated at ca¬ 
pacity throughout the year. This pipe line carries 
refined products from Montreal to Toronto, Hamil¬ 
ton, and other markets in the Province of Ontario. 

In October, Trans Mountain Oil Pipe Line com¬ 
menced operations. This pipe line, in which Shell 
of Canada has an interest, carries crude oil from 
Alberta to Vancouver, British Columbia, and will 
be extended in 1954 into the State of Washington, 
for delivery of crude oil to two new refineries being 
built in the Puget Sound area, one of which is your 
Company’s at Anacortes. 

The existence of substantially greater reserves 
in the Jumping Pound gas field in Alberta was es¬ 
tablished through the successful completion of four 
wells during the year. As a result, and to take 
advantage of the increasing demand for natural gas 
in southern Alberta, arrangements were made to 
increase the sales from Jumping Pound. The gas 
treating plant is accordingly being enlarged to handle 
70 million cubic feet per day, and it is planned to 
increase the capacity of the sulphur extraction plant 
from 30 to 80 tons of sulphur per day. 

On the Great Lakes, vessels of Shell Canadian 
Tankers Limited were fully occupied, while on the 
British Columbia coast, operations continued to ex¬ 
pand and additional tonnage requirements have been 
covered by chartering barges. The new 28,000-ton 
chartered tanker, mentioned in last year’s report, 
has been operating into Portland, Maine, delivering 
crude oil to the Portland-Montreal Pipe Line. This 
pipe line, in which Shell of Canada owns a one-fifth 
interest, is proceeding with the installation of addi¬ 
tional pumping facilities which will increase capacity 
to nearly 200,000 barrels per day. 

For many years, operations in Newfoundland have 
been conducted by The Shell Company of New¬ 
foundland, Limited, a United Kingdom corporation. 
Following the entry of Newfoundland into the Cana¬ 


dian Confederation, the assets of the Newfoundland 
company have been acquired by Shell of Canada. 


Employee Relations 


A lthough the level of cost of living remained 
nearly constant during the first part of the 
year, it was considered advisable for your Company 
to grant a 4% general wage and salary increase 
effective July 1, 1953, in conformity with a pattern 
which had then become established in the Oil 
Industry. 

As a result of a detailed study, it was decided dur¬ 
ing the year to offer to employees an insured Hospi- 
tal-Surgical-Medical Program providing comprehen¬ 
sive benefits on a company-wide basis at a reasonable 
cost to employees. Such a program was developed 
and it became effective on September 1, 1953 for 
the approximately 21,000 employees who enrolled. 
At the year-end, discussions with several labor 
organizations were still in progress with respect to 

WAGES and BENEFITS 


MILLIONS OF DOLLARS 
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the program’s applicability to the employees they 
represent. 

On the basis of anticipated enrollments and the 
gross premium charged under this group insurance 
policy, it is estimated that your Company’s contri¬ 
butions in support of the Hospital-Surgical-Medical 
Program will amount to approximately $950,000 
annually. This is an important addition to the al¬ 
ready outstanding program of employee benefits. 

At the year-end, the number of employees on the 
payroll was 34,660 or 3% more than at the end of 
the preceding year, reflecting the continued growth in 
the scale of your Company’s operations. The total 
amount of wages and salaries paid during the year 
rose to $187,447,000 or 10% over 1952. 

During the year, 313 employees retired on pen¬ 
sion, bringing the total number of pensioners to 
2,570. At the year-end, 604 employees were on 
Military Leave. 

Directorate and 

Executive 

O N may 31st, Mr. Jan Oostermeyer, President 
of Shell Chemical Corporation, retired after a 
total service of some 36 years. The ten years dur¬ 
ing which he directed the Chemical company’s activi¬ 
ties was a period of development and expansion, in 
which his enthusiasm and leadership played a promi¬ 
nent part. Your Directors wish to record their 
appreciation for his services and to wish him hap¬ 
piness in retirement. 

Mr. R. C. McCurdy, who succeeded Mr. Ooster¬ 
meyer, joined the company on obtaining his Master’s 


Degree at Stanford University in 1933. During 
his more than 20 years’ service, Mr. McCurdy has 
had a wide experience in the technical and admini¬ 
strative fields. 

During the year Mr. F. E. Rehm, with 37 years 
of service, and Mr. F. W. Woods, with 33 years of 
service, retired. Mr. Rehm had been Vice President 
in charge of Personnel and Industrial Relations on 
the Pacific Coast for the last 10 years and Mr. 
Woods had been Secretary of the company for the 
last 13 years. Your Directors wish to express their 
appreciation of the valuable services rendered by 
these two officers, and to wish them happiness in 
their retirement. 

Mr. J. A. Horner was appointed Secretary of 
your Company to succeed Mr. F. W. Woods. Mr. 
Horner graduated from Oklahoma University Law 
School in 1934 and joined the Company in 1936. 

Conclusion 

T he record accomplishments, both financial and 
otherwise, achieved by your Company in the 
year under review, were not the result of any 
sudden stroke of good luck, but rather the outcome 
of a great deal of able and enthusiastic teamwork 
by all the members of the organization. For this, 
your Directors wish to record their high apprecia¬ 
tion in which they feel you as owners of the 
Company will wish to join. 

For the Board of Directors, 

Francis Hopwood H. S. M. Burns 

Chairman President 
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SHELL OIL COMPANY AND 

Statement of Fii 


ASSETS 


CURRENT ASSETS: 

Cash. 

United States Government short-term securities, at cost, exclu¬ 
sive of amounts applied in reduction of federal tax liability 

Receivables, less allowance for doubtful accounts: 

1953—$3,138,000; 1952—$2,832,000 
Owing by affiliated companies 
Inventories (Note 2): 

Crude oil, refined and manufactured products 

Materials and supplies . 

Total Current Assets 

INVESTMENTS (Note 3): 

Investments in and advances to affiliated companies, at cost 
Other investments, at cost 

Total Investments 


PROPERTIES, PLANT AND EQUIPMENT, at cost (Note 4) 
Less accumulated depreciation, depletion and amortization 
Net Properties, Plant and Equipment 


OTHER ASSETS AND PREPAID EXPENSES: 

Other notes and accounts receivable and sundry deposits 
Prepaid insurance, taxes, rentals and other expenses 

Total Other Assets and Prepaid Expenses 


December 31, 
1953 


December 31, 
1952 


$ 51,721,534 

36,891,590 

• 

107,274,063 

6,280,802 

128,029,416 

31,627,246 

361,824,651 


36,148,518 

4,510,207 

40,658,725 

1,641,019,795 

1,075,650,811 

565,368,984 


3,339,133 

13,397,517 

16,736,650 


$ 984,589,010 


$ 49,596,384 

43,004,810 

99,806,908 

7,164,763 

114,007,767 

35,225,661 

348,806,293 


29,530,031 

3,682,287 

33,212,318 

1,464,891,346 

973,144,149 

491,747,197 


2,856,038 

12,098,618 

14,954,656 


$ 888,720,464 
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TOTALS 
































UBSIDIARY COMPANIES 

ncial Condition 


LIABILITIES 



December 31, 

December 31, 

CURRENT LIABILITIES: 

1953 

1952 

Accounts payable 

$ 114,944,653 

$ 99,920,030 

Owing to affiliated companies 

2,719,775 

1,804,427 

Serial notes due within one year 

5,250,000 

2,750,000 

Wages, interest and miscellaneous accruals . 

Estimated federal taxes on income, less U. S. Government 
securities held for payment of taxes: 1953—$64,000,000; 

14,493,578 

14,854,414 

1952—$53,000,000 

23,699,230 

14,960,667 

Other taxes 

9,022,465 

8,662,268 

Total Current Liabilities 

170,129,701 

142,951,806 

LONG TERM DEBT (Note 5): 

2V6% Debentures due 1971 . 

116,455,000 

117,307,000 

Serial notes due 1955 to 1967 

26,750,000 

32,000,000 

Total Long Term Debt 

143,205,000 

149,307,000 

SHAREHOLDERS’ INVESTMENT 

CAPITAL (Note 6): 

Common stock of a par value of $15 a share—Authorized— 

20,000,000 shares; issued: 1953 — 13,740,038 shares; 


1952 — 13,470,625 shares 

206,100,570 

202,059,375 

Amount in excess of par value 

29,583,688 

13,957,734 

Total Capital 

235,684,258 

216,017,109 

EARNINGS EMPLOYED IN THE BUSINESS (Note 7); 

Balance at beginning of year 

380,444,549 

329,983,590 

Net income for year 

115,406,585 

90,872,834 

Dividends Paid: 

495,851,134 

420,856,424 

Cash—$3.00 a share 

40,613,934 

40,411,875 

Stock—2% (Note 6) 

19,667,149 

— 


60,281,083 

40,411,875 

Balance at end of year 

435,570,051 

380,444,549 

TOTALS 

$ 984,589,010 

$ 888,720,464 


See notes to financial statements, page 19. 
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SHELL OIL COMPANY AND SUBSIDIARY COMPANIES 


Statement oj Income 


SALES OF PRODUCTS AND OTHER REVENUES 

OPERATING CHARGES: 

Costs and expenses (other than those shown below) 
Administrative, selling and general expenses 


Depreciation, amortization, retirements and miscellaneous 
write-offs . 

Amortization (100%) of intangible development costs 

Depletion, amortization and surrenders of oil lands and leases 


Total Operating Charges 
Income From Operations 

OTHER INCOME AND CREDITS 

Total Income and Credits . 

INTEREST ON LONG TERM DEBT . 

Income Before Federal Income Taxes 

ESTIMATED FEDERAL TAXES ON INCOME, including excess 
profits tax: 1953—$3,600,000; 1952—$300,000 . 

NET INCOME FOR THE YEAR 


Year 

Year 

1953 

1952 

$1,269,551,079 

$1,142,631,978 

814,045,326 

748,724,677 

131,200,740 

121,193,645 

945,246,066 

869,918,322 

61,572,558 

56,383,107 

79,125,196 

71,498,224 

13,139,133 

10,680,620 

153,836,887 

138,561,951 

1,099,082,953 

1,008,480,273 

170,468,126 

134,151,705 

12,767,144 

12,995,380 

183,235,270 

147,147,085 

3,828,685 

3,274,251 

179,406,585 

143,872,834 

64,000,000 

53,000,000 

$ 115,406,585 

$ 90,872,834 


See notes to financial statements, page 19. 
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Notes to Financial Statements 


FOR THE YEAR 1953 


1. GENERAL: The consolidated financial statements at December 31, 1953, include the accounts 
of all wholly-owned subsidiary companies. 

Intercompany sales and profits of subsidiary companies consolidated have been eliminated in the 
consolidated accounts to the extent considered practicable. 

2. INVENTORIES: As in prior years, the policy has been followed during the year ended 
December 31, 1953, of charging monthly to cost of goods sold the highest of inventory carrying value, 
current cost of production, or purchases. The inventories of crude oil, refined and manufactured products 
are carried at resulting average cost or market, whichever is lower. Inventories of materials and supplies 
are carried at average cost or less. 

3. INVESTMENTS: Investments in and advances to affiliated companies include $28,601,993 
in respect of Shell Oil Company of Canada, Limited, a fifty percent owned Canadian affiliate. 

4. PROPERTIES, PLANT AND EQUIPMENT: A summary of gross book value of properties, 


plant and equipment; related depreciation, < 

depletion and amortization; and 

1 net 

book value, 

stated in 

thousands of dollars, follows: 











Dec. 31, 



December 31, 

1953 


1952 


Gross 

Depreciation, etc. 

Net 

Net 


Book 



Book 

Book 


Value 

Total 

% 

Value 

Value 

Oil lands and leases 

$ 160,472 

$ 85,003 

53 

$ 75,469 

$ 69,955 

Tangible development . 

. 233,276 

139,268 

60 

94,008 

77,747 

Intangible development 

398,886 

398,886 

100 

— 

— 

Total properties for oil production 

792,634 

623,157 

79 

169,477 

147,702 

Pipe lines and other transportation facilities 

167,351 

76,943 

46 

90,408 

92,912 

Oil refineries and chemical plants 

488,276 

285,987 

59 

202,289 

150,517 

Marketing and miscellaneous facilities 

155,349 

89,564 

58 

65,785 

63,742 


1,603,610 

1,075,651 

67 

527,959 

454,873 

Land 

37,410 

— 

— 

37,410 

36,874 

TOTALS 

$1,641,020 

$1,075,651 

66 

$565,369 

$491,747 


5. LONG TERM DEBT: At December 31, 1953 consists of the following: 


Due Within 
One Year 


Shell Oil Company 

Twenty-five year 2 Yi% debentures due 1971, after deducting $1,191,000 of 
debentures held in treasury. Annual sinking fund payments of $1,000,000 
are due in 1954 and 1955, and $5,000,000 in 1956 to 1970, inclusive. (The 
debentures held in treasury are available for sale to the sinking fund agent) 

Shell Pipe Line Corporation 

1.90% notes payable to banks—payable $2,000,000 in each of the years 

1954 and 1955, and $1,000,000 in 1956 . 

2.125% notes payable to banks—payable $750,000 in each of the years 

1954 and 1955, $1,750,000 in 1956, and $3,750,000 in 1957 . 

3.20% notes payable to banks—payable $2,500,000 in each of the years 
1954 to 1957, inclusive. 

3.30% notes payable to banks and others—payable $1,000,000 in each of 
the years 1958 to 1967, inclusive. 


Due After 
One Year 


$ — 

$116,455,000 

2,000,000 

3,000,000 

750,000 

6,250,000 

2,500,000 

7,500,000 

— 

10,000,000 

$5,250,000 

$143,205,000 




























































6. STOCK DIVIDEND: A 2% stock dividend was paid October 16, 1953 by issuance of 
269,413 shares of Common Stock (the approximate market value on the date of declaration was 
$73 a share), which resulted in a charge to Earnings Employed in the Business of $19,667,149. Of 
this amount, $4,041,195 representing the aggregate par value of the shares issued was credited to Capital 
Stock, and the balance of $15,625,954 was credited to Amount in Excess of Par Value. 

7. EARNINGS EMPLOYED IN THE BUSINESS: The balance at December 31, 1953 includes 
earnings of Shell Pipe Line Corporation, a subsidiary, which to the extent of approximately $10,400,000 
are not considered available for dividend distribution by reason of the Consent Decree entered 
December 23, 1941, in settlement of the Elkins Act Suit. 

8. CONTINGENT LIABILITIES: Shell Oil Company might be required under certain condi¬ 
tions to make payments under guaranty and other contractual arrangements entered into in connection 
with pipeline transportation of crude oil and refined products; the contingent liability under such arrange¬ 
ments does not exceed $12,000,000 at December 31, 1953. 

Neither Shell Oil Company nor any of its subsidiary companies had any contingent liabilities, claims 
or guarantees at December 31, 1953, which, in the judgment of the Management, would result in the 
sustaining of losses which would materially affect their financial positions; nor were there any commit¬ 
ments of material amount under long term lease agreements, except those common to the petroleum 
industry. 


Report oj Independent Public Accountants 


To the Shareholders of Shell Oil Company: 

In our opinion, the accompanying statement of financial condition and related statement of income, 
together with the notes appended thereto, fairly present the consolidated financial position of Shell Oil 
Company and subsidiary companies at December 31, 1953, and the results of their operations for the 
year then ended, in conformity with generally accepted accounting principles applied on a basis con¬ 
sistent with that of the preceding year. Our examination of such financial statements was made in accord¬ 
ance with generally accepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 

Price Waterhouse & Co. 


New York 
March 11, 1954 
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SHELL OIL COMPANY AND SUBSIDIARY COMPANIES 


Source and Disposition of Fu nds 

(Expressed in thousands of dollars) 


Total 

1949-53 

SOURCE OF FUNDS 

Income before federal income taxes $ 780,501 

Depreciation, depletion, amortization, etc. 

charged against income 567,821 

Long term debt additions or [retirements] 6,158 

Other items (net) 2,099 

Total 1,356,579 


DISPOSITION OF FUNDS 
Capital expenditures: 

Drilling and production 450,233 

Pipe lines and other transportation fa¬ 
cilities 75,174 

Oil refineries 155,490 

Chemical plants 36,710 

Marketing and miscellaneous facilities 76,830 

794,437 

Dividends paid 202,262 

For funding of federal income taxes 303,000 

Working capital increase or [decrease] 

(excluding cash and government se¬ 
curities) 25,556 

Total. 1,325,255 

Increase or [decrease] in cash and 
government securities available for 
general purposes $ 31,324 


CASH AND GOVERNMENT SECURITIES 
AT END OF PERIOD 

Available for general purposes 
For federal income taxes 

Total 


1953 

1952 

1951 

1950 

1949 

$179,407 

$143,873 

$204,020 

$145,664 

$107,537 

153,837 

138,562 

108,168 

86,397 

80,857 

[6,102] 

17,250 

[2,750] 

[5,115] 

2,875 

1,024 

2,140 

[2,648] 

[1,071] 

2,654 

328,166 

301,825 

306,790 

225,875 

193,923 


133,439 

116,958 

95,788 

55,566 

48,482 

9,217 

25,273 

11,859 

5,601 

23,224 

66,981 

37,796 

14,580 

13,744 

22,389 

14,677 

10,725 

6,440 

1,793 

3,075 

13,398 

15,389 

17,047 

13,718 

17,278 

237,712 

206,141 

145,714 

90,422 

114,448 

40,614 

40,412 

40,412 

40,412 

40,412 

64,000 

53,000 

107,000 

52,000 

27,000 

[10,172] 

[5,155] 

18,685 

1,572 

20,626 

332,154 

294,398 

311,811 

184,406 

202,486 

$ [3,988] 

$ 7,427 

$ [5,021] 

$ 41,469 

$ [8,563] 


$ 88,613 

$ 92,601 

$ 85,174 

$ 90,195 

$ 48,726 

64.000 

53,000 

107.000 

52.000 

27,000 

$152,613 

$145,601 

$192,174 

$142,195 

$ 75,726 
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SHELL 


OIL 


COMPANY 


AND SUBSIDIARY COMPANIES 

Statistics 



1953 


1952 


1951 

1950 

1949 

FINANCIAL 








Sales of products and other revenues: 








Refined products and services 

$ 964,952,000 

$ 

872,107,000 

$ 

828,836,000 

$720,130,000 

$650,384,000 

Chemical products 

125,811,000 


97,763,000 


97,522,000 

70,474,000 

48,081,000 

Crude oil 

178,788,000 


172,762,000 


146,076,000 

124,725,000 

119,471,000 

Total 

$1,269,551,000 

$1,142,632,000 

$1,072,434,000 

$915,329,000 

$817,936,000 

Net income 

$ 115,407,000 

$ 

90,873,000 

$ 

97,020,000 

$ 94,186,000 

$ 80,400,000 

Net income per share* 

$8.40 


$6.61 


$7.06 

$6.85 

$5.85 

Dividends paid per share 

$3.00f 


$3.00 


$3.00 

$3.00 

$3.00 

Direct taxes—federal, state and local 

$ 102,112,000 

$ 

89,730,000 

$ 

140,885,000 

$ 82,849,000 

$ 54,197,000 

Taxes collected from customers for government 








agencies 

$ 203,490,000 

$ 

176,568,000 

$ 

150,230,000 

$134,047,000 

$116,589,000 

Capital expenditures 

$ 237,712,000 

$ 

206,141,000 

$ 

145,714,000 

$ 90,422,000 

$114,448,000 

GENERAL 








Shareholders . 

17,647 


17,563 


17,743 

17,541 

17,782 

Dividends paid 

$ 40,614,000f 

$ 

40,412,000 

$ 

40,412,000 

$ 40,412,000 

$ 40,412,000 

Employees 

34,660 


33,583 


31,319 

30,305 

30,332 

Salaries and wages paid 

$ 187,447,000 

$ 

170,141,000 

$ 

151,637,000 

$135,997,000 

$136,834,000 

Company payments to provident fund and 








pension plan 

$ 30,258,000 

$ 

26,375,000 

$ 

23,539,000 

$ 20,369,000 

$ 19,698,000 

EXPLORATION AND PRODUCTION 








Net crude oil produced (daily average barrels) 

286,000 


263,000 


236,000 

198,000 

192,000 

Net crude oil produced (barrels) 

104,268,000 


96,099,000 


86,221,000 

72,216,000 

70,095,000 

Crude oil purchased (barrels) 

117,173,000 


113,331,000 


116,475,000 

105,905,000 

102,003,000 

Crude oil sold (barrels) 

64,731,000 


66,086,000 


56,226,000 

47,942,000 

45,918,000 

Natural gas produced (million cubic feet) 

316,362 


266,515 


229,391 

156,116 

142,981 

Wells drilled—oil 

755 


672 


447 

310 

296 

Wells drilled—gas . 

79 


36 


34 

31 

43 

Wells drilled—dry holes 

168 


138 


92 

52 

57 

PIPE LINES 








Trunk pipe line mileage— 








crude oil (inch partly-owned) 

4,788 


4,644 


4,686 

4,645 

4,912 

Trunk pipe line mileage— 








products (inch partly-owned) 

3,986 


3,587 


3,609 

2,965 

2,709 

Gathering pipe line mileage—crude oil 

1,932 


1,821 


1,775 

1,620 

1,683 

Crude oil transported (barrels) 

178,872,000 


174,622,000 


173,095,000 

152,074,000 

137,849,000 

Products transported (barrels) 

64,064,000 


54,962,000 


53,955,000 

48,785,000 

50,060,000 

MANUFACTURING 








Crude oil distilling capacity (daily barrels) . 

479,000 


429,000 


397,000 

382,000 

367,000 

Crude oil intake (daily average barrels) 

412,000 


382,000 


389,000 

343,000 

327,000 

Crude oil intake (barrels) . 

150,371,000 


139,632,000 


142,083,000 

125,215,000 

119,356,000 

Products manufactured from natural 








gas (barrels) . 

10,717,000 


10,545,000 


10,308,000 

7,724,000 

6,890,000 

MARKETING 








Refined products sold (barrels) . 

174,349,000 


169,011,000 


160,210,000 

146,872,000 

131,242.000 

Chemical products sold (short tons) 

688,000 


617,000 


618,000 

580,000 

410,000 

Natural gas sold (million cubic feet) 

222,822 


176,613 


146,160 

121,678 

90,431 


* Based on shares outstanding December 31, 1953. t Plus 2% stock dividend. 
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